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What  is  the  Environmental 
Remediation  Tax  Credit? 


Under  new  legislation  signed  by  Governor  Edgar  on 
July  21,  1997  (P.A.  90-123),  a  company  or  individual 
may  obtain  a  tax  credit  against  their  Illinois  income 
tax  for  “unreimbursed  eligible  remediation  costs” 
for  tax  years  ending  after  December  31,1 997  and  on 
or  before  December  3 1 ,  200 1 .  Such  remediation  costs 
must  be: 

•  Approved  by  the  Illinois  EPA; 

•  Incurred  in  performing  environmental  remediation 
at  a  Voluntary  Site  Remediation  Program  site  for 
which  a  No  Further  Remediation  Letter  (NFR)  was 
issued  by  the  Illinois  EPA  and  recorded  by  the  site 
owner;  and 

•  Claimed  for  the  taxable  year  in  which  approval  of 
the  eligible  remediation  costs  was  granted. 

The  Environmental  Remediation  Tax  Credit  is  not 
available  to  the  taxpayer  if  that  taxpayer  or  any  related 
party  caused  the  contamination  that  was  identified  and 
addressed  by  the  remedial  action  under  the  Voluntary 
Site  Remediation  Program. 

The  credit  is  claimed  on  one  of  the  following  three 
Illinois  Dept,  of  Revenue  schedules,  depending  on 
your  tax  entity: 

•  Schedule  1299-A,  Tax  Subtractions  and  Credits, 
for  partnerships  and  S  corporations; 

•  Schedule  1299-C,  Income  Tax  Subtraction  and 
Credits,  for  individuals;  and 

•  Schedule  1299-D,  Income  Tax  Credits,  for 
corporations  and  fiduciaries. 

The  schedule  will  be  an  attachment  on  your  tax  return. 
To  obtain  the  schedule  necessary  to  claim  this  credit, 
you  may  call  the  Department  of  Revenue’s  Forms 
Order  Line  at  1-800-356-6302;  Illinois  Tax  Fax  at 
217/785-3400;  or  visit  their  website  at 
www.revenue.state.il.us. 


What  Expenses  are 
Eligible  for  Tax  Credit? 

Examples  of  Expenses  Eligible  as  Remediation  Costs 

for  Tax  Credit: 

•  Review  and  Evaluation  Services  provided  by  the 
Illinois  EPA  or  by  the  Review  and  Evaluation 
Licensed  Professional  Engineer; 

•  Site  investigations,  laboratory  services, 
determination  of  remediation  objectives, 
implementation  of  the  remedial  action  plan,  and 
preparation  of  plans  and  reports  performed  in 
accordance  with  the  Voluntary  Site  Remediation 
Program  regulations; 

•  Engineering  costs  associated  with  completion  of  an 
application  for  an  environmental  remediation  tax 
credit;  and 

•  Other  documented  costs  as  approved  by  the  Illinois 
EPA. 

Examples  of  Expenses  NOT  Eligible  as  Remediation 

Costs  for  Tax  Credit: 

•  Costs  not  incurred  by  the  remediation  applicant  or 
not  incurred  at  the  site  for  which  the  NFR  letter 
was  issued,  or  incurred  after  the  issuance  of  the 
NFR  letter; 

•  Costs  incurred  more  than  12  months  before  the  site 
entered  the  Voluntary  Site  Remediation  Program; 

•  Costs  for  activities  not  approved  by  the  Illinois 
EPA  under  a  previous  plan  or  improperly 
conducted;  and 

•  Attorney  fees. 

Remediation  costs  do  not  include: 

•  Approved  eligible  remediation  costs  that  are  at  any  time 
deducted  under  the  provisions  of  the  Internal  Revenue 
Code;  or 

•  Costs  taken  into  account  in  calculating  an  environmental 
remediation  credit  granted  against  a  tax  imposed  under 
the  provisions  of  the  Internal  Revenue  Code. 


How  Much  Tax  Credit 
Can  Be  Claimed? 


25%  of  the  unreimbursed  eligible  remediation 
costs  in  excess  of  $100.000  per  site  can  be  claimed 
as  a  tax  credit.  The  $100,000  threshold  does  not 
apply  to  sites  located  in  an  enterprise  zone  and  in 
an  area  containing  a  majority  of  low  to  moderate 
income  households,  as  certified  by  the  Illinois 
Department  of  Commerce  and  Community  Affairs. 

A  maximum  credit  of  $40,000  annually,  with  a 
maximum  total  of  $150,000  per  site,  may  be 
claimed.  For  partners  and  shareholders  of 
subchapter  S  corporations,  the  credit  will  be 
determined  in  accordance  with  Section  702  and 
704  of  subchapter  S  of  the  Internal  Revenue  Code. 

A  credit  that  is  unused  in  the  year  the  credit  is 
earned  may  be  carried  forward  to  each  of  the  five 
taxable  years  following  the  year  for  which  the 
credit  is  first  earned  until  it  is  used.  Unused  credit 
cannot  include  any  amounts  of  unreimbursed 
eligible  costs  in  excess  of  the  maximum  credit 
described  above. 

A  credit  must  be  applied  first  to  the  earliest  year 
for  which  there  is  a  liability.  If  a  credit  from  more 
than  one  tax  year  is  available  to  offset  a  liability, 
the  earliest  credit  must  be  applied  first. 


A  credit  may  be  sold  to  a  buyer  as  part  of  a  sale  of 
all  or  part  of  the  remediation  site  for  which  the 
credit  was  granted.  The  purchaser  of  a  remediation 
site  and  the  tax  credit  shall  succeed  to  the  unused 
credit  and  remaining  carry-forward  period  of  the 
seller.  For  the  transfer  to  occur,  the  transfer  must 
be  recorded  in  the  chain  of  title  for  the  site,  and  the 
Director  of  the  Illinois  Department  of  Revenue 
must  be  notified  of  the  sale  and  the  amount  of  the 
tax  credit  to  be  transferred  as  a  portion  of  the  sale. 


What  Is  a  Brownfield  Site? 

A  “Brownfield  site”  or  “brownfield”  is  a  parcel  of 
real  property  (or  a  portion  of  the  parcel)  that  has  actual 
or  perceived  contamination  and  an  active  potential  for 
redevelopment.  Brownfields  are  abandoned  or  under¬ 
utilized  properties  that  vary  in  size,  location,  age,  and 
past  use. 

In  addition  to  their  possible  harm  to  human  health  and 
the  environment,  brownfields: 

•  limit  economic  growth  and  development 

•  deter  potential  investment  and  reduce  employment 
opportunities  when  new  businesses  move 
elsewhere 

•  contribute  to  urban  sprawl  as  relocating  businesses 
build  on  greenfields 

•  attract  vandals,  gangs,  unauthorized  scavenging, 
and  illegal  dumping 

Responding  to  the  problems  of  brownfields,  the 
Illinois  General  Assembly  established  a  new  tax 
incentive  for  businesses  and  individuals  to  encourage 
the  cleanup  of  brownfields  by  private  parties. 

For  More  Information: 

To  obtain  more  information  on  tax  credit  reviews  and 
application  forms,  contact  the  Illinois  Environmental 
Protection  Agency,  Bureau  of  Land,  at  217/782-6760. 

To  obtain  more  information  or  procedures  on  claiming 
the  Environmental  Remediation  Tax  Credit,  contact 
Keith  Staats,  Illinois  Department  of  Revenue,  at 
217/782-7055. 

To  secure  information  on  whether  your  remediation 
site  is  located  in  an  enterprise  zone  and  in  an  area 
containing  a  majority  of  low  to  moderate  income 
households,  contact  the  Illinois  Department  of 
Commerce  and  Community  Affairs  at  217/785-6145. 
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